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(ii) The requirements pertaining to
audit committee reports set forth in
Item 306 of Regulation S-K promul-
gated by the Securities and Exchange
Commission.

(5) Select, employ, determine the
compensation for, and assign the duties
and functions of a Managing Director
of the OF who shall:

(i) Be the chief executive officer for
the OF and shall direct the implemen-
tation of the OF board of directors’
policies;

(ii) Serve as a member of the Direc-
torate of the Financing Corporation,
pursuant to section 21(b)(1)(A) of the
Act (12 U.S.C. 1441(b)(1)(A)); and

(iii) Serve as a member of the Direc-
torate of the Resolution Funding Cor-
poration, pursuant to section
21B(c)(1)(A) of the Act (12 U.S.C.
1441b(c)(1)(A)).

(6) Review and approve all contracts
of the OF;

(7) Have the exclusive authority to
employ and contract for the services of
an independent, external auditor for
the Banks’ annual and quarterly com-
bined financial statements;

(8) Select, evaluate, determine the
compensation of, and, where appro-
priate, replace the internal auditor,
who may be removed only by vote of
the OF board of directors; and

(9) Assume any other responsibilities
that may from time to time be dele-
gated to it by the Finance Board.

(e) No rights created. Nothing in this
part shall create or be deemed to cre-
ate any rights in any third party.

[65 FR 36300, June 7, 2000, as amended at 67
FR 12855, Mar. 20, 2002; 67 FR 18807, Apr. 17,
2002]

APPENDIX A TO PART 985—EXCEPTIONS
TO THE GENERAL DISCLOSURE
STANDARDS

A. Related-party transactions. ltem 404 of
Regulation S-K, 17 CFR 229.404, requires the
disclosure of certain relationships and re-
lated party transactions. In light of the co-
operative nature of the Bank System, re-
lated-party transactions are to be expected,
and a disclosure of all related-party trans-
actions that meet the threshold would not be
meaningful. Instead, the combined annual
report will disclose the percent of advances
to members an officer of which serves as a
Bank director, and list the top ten holders of
advances in the Bank System and the top

12 CFR Ch. IX (1-1-05 Edition)

five holders of advances by Bank, with a fur-
ther disclosure indicating which of these
members had an officer that served as a
Bank director.

B. Biographical information. The biographi-
cal information required by Items 401 and 405
of Regulation S-K, 17 CFR 229.401 and 405,
will be provided only for the members of the
Board of Directors of the Finance Board,
Bank presidents, chairs and vice chairs, and
the directors and Managing Director of the
OF.

C. Compensation. The information on com-
pensation required by Item 402 of Regulation
S-K, 17 CFR 229.402, will be provided only for
Bank presidents and the Managing Director
of the OF. Since stock in each Bank trades
at par, the Office of Finance will not include
the performance graph specified in Item
402(1) of Regulation S-K, 17 CFR 229.402(1).

D. Submission of matters to a vote of stock-
holders. No information will be presented on
matters submitted to shareholders for a
vote, as otherwise required by Item 4 of the
SEC’s form 10-K, 17 CFR 249.310. The only
item shareholders vote upon is the annual
election of directors.

E. Exhibits. The exhibits required by Item
601 of Regulation S-K, 17 CFR 229.601, are not
applicable and will not be provided.

F. Per share information. The statement of
financial information required by Items 301
and 302 of Rule S-K, 17 CFR 229.301 and 302, is
inapplicable because the shares of the Banks
are subscription capital that trades at par,
and the shares expand or contract with
changes in member assets or advance levels.

G. Beneficial ownership. Item 403 of Rule S-
K, 17 CFR 229.403, requires the disclosure of
security ownership of certain beneficial own-
ers and management. The combined finan-
cial report will provide a listing of the ten
largest holders of capital stock in the Bank
System and a listing of the five largest hold-
ers of capital stock by Bank. This listing
will also indicate which members had an of-
ficer that served as a director of a Bank.

PART 987—BOOK-ENTRY PROCE-
DURE FOR CONSOLIDATED OBLI-
GATIONS

Sec.

987.1 Definitions.

987.2 Law governing rights and obligations
of Banks, Finance Board, Office of Fi-
nance, United States and Federal Re-
serve Banks; rights of any Person against
Banks, Finance Board, Office of Finance,
United States and Federal Reserve
Banks.

987.3 Law governing other interests.

987.4 Creation of Participant’s Security En-
titlement; security interests.

987.5 Obligations of Banks and the Office of
Finance; no Adverse Claims.
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Federal Housing Finance Board

987.6 Authority of Federal Reserve Banks.

987.7 Liability of Banks, Finance Board, Of-
fice of Finance and Federal Reserve
Banks.

987.8 Additional requirements; notice of at-
tachment for Book-entry consolidated
obligations.

987.9 Reference to certain Department of
Treasury commentary and determina-
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987.10 Obligations of United States with re-
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AUTHORITY: 12 U.S.C. 1422a, 1422b, 1431, 1435.

SOURCE: 63 FR 8059, Feb. 18, 1998, unless
otherwise noted. Redesignated at 65 FR 8256,
Feb. 18, 2000.

§987.1 Definitions.

As used in this part, unless the con-
text otherwise requires or indicates:

Adverse Claim means a claim that a
claimant has a property interest in a
Book-entry consolidated obligation
and that it is a violation of the rights
of the claimant for another Person to
hold, transfer, or deal with the Secu-
rity.

Book-entry  consolidated  obligation
means a consolidated obligation main-
tained in the book-entry system of the
Federal Reserve Banks.

Entitlement Holder means a Person or
a Bank to whose account an interest in
a Book-entry consolidated obligation is
credited on the records of a Securities
Intermediary.

Federal Reserve Bank means a Federal
Reserve Bank or branch, acting as fis-
cal agent for the Office of Finance, un-
less otherwise indicated.

Federal Reserve Bank Operating Cir-
cular means the publication issued by
each Federal Reserve Bank that sets
forth the terms and conditions under
which the Federal Reserve Bank main-
tains Book-entry Securities accounts
and transfers Book-entry Securities.

Funds account means a reserve and/or
clearing account at a Federal Reserve
Bank to which debits or credits are
posted for transfers against payment,
Book-entry Securities transaction fees,
or principal and interest payments.

Office of Finance means the Office of
Finance acting as agent of the Banks
in all matters relating to the issuance
of Book-entry consolidated obligations
and in the performance of all other
necessary and proper functions relating
to Book-entry consolidated obliga-

§987.1

tions, including the payment of prin-
cipal and interest due thereon.

Participant means a Person or a Bank
that maintains a Participant’s Securi-
ties Account with a Federal Reserve
Bank.

Participant’s Securities Account means
an account in the name of a Partici-
pant at a Federal Reserve Bank to
which Book-entry consolidated obliga-
tions held for a Participant are or may
be credited.

Person means and includes an indi-
vidual, corporation, company, govern-
mental entity, association, firm, part-
nership, trust, estate, representative,
and any other similar organization, but
does not mean or include a Bank, the
Finance Board, the Office of Finance,
the United States, or a Federal Reserve
Bank.

Revised Article 8 means Uniform Com-
mercial Code, Revised Article 8, Invest-
ment Securities (with Conforming and
Miscellaneous Amendments to Articles
1, 3, 4, 5, 9, and 10) 1994 Official Text.
Copies of this publication are available
from the Executive Office of the Amer-
ican Law Institute, 4025 Chestnut
Street, Philadelphia, PA 19104, and the
National Conference of Commissioners
on Uniform State Laws, 676 North St.
Clair Street, Suite 1700, Chicago, IL
60611.

Securities Intermediary means:

(1) A Person that is registered as a
““clearing agency’ under the Federal
securities laws; a Federal Reserve
Bank; any other person that provides
clearance or settlement services with
respect to a Book-entry consolidated
obligation that would require it to reg-
ister as a clearing agency under the
Federal securities laws but for an ex-
clusion or exemption from the registra-
tion requirement, it its activities as a
clearing corporation, including pro-
mulgation of rules, are subject to regu-
lation by a Federal or State govern-
mental authority; or

(2) A Person (other than an indi-
vidual, unless such individual is reg-
istered as a broker or dealer under the
Federal securities laws) including a
bank or broker, that in the ordinary
course of its business maintains securi-
ties accounts for others and is acting
in that capacity.
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Security Entitlement means the rights
and property interest of an Entitle-
ment Holder with respect to a Book-
entry consolidated obligation.

Transfer Message means an instruc-
tion of a Participant to a Federal Re-
serve Bank to effect a transfer of a
Book-entry consolidated obligation, as
set forth in Federal Reserve Bank Op-
erating Circulars.

[63 FR 8059, Feb. 18, 1998, as amended at 65
FR 8268, Feb. 18, 2000; 67 FR 12855, Mar. 20,
2002]

§987.2 Law governing rights and obli-
gations of Banks, Finance Board,
Office of Finance, United States and
Federal Reserve Banks; rights of
any Person against Banks, Finance
Board, Office of Finance, United
States and Federal Reserve Banks.

(a) Except as provided in paragraph
(b) of this section, the rights and obli-
gations of the Banks, the Finance
Board, the Office of Finance, the
United States and the Federal Reserve
Banks with respect to: A Book-entry
consolidated obligation or Security En-
titlement and the operation of the
Book-entry system, as it applies to
consolidated obligations; and the
rights of any Person, including a Par-
ticipant, against the Banks, the Fi-
nance Board, the Office of Finance, the
United States and the Federal Reserve
Banks with respect to: A Book-entry
consolidated obligation or Security En-
titlement and the operation of the
Book-entry system, as it applies to
consolidated obligations; are governed
solely by regulations of the Finance
Board, including the regulations of this
part 987, the applicable offering notice,
applicable procedures established by
the Office of Finance, and Federal Re-
serve Bank Operating Circulars.

(b) A security interest in a Security
Entitlement that is in favor of a Fed-
eral Reserve Bank from a Participant
and that is not recorded on the books
of a Federal Reserve Bank pursuant to
§987.4(c)(1), is governed by the law (not
including the conflict-of-law rules) of
the jurisdiction where the head office
of the Federal Reserve Bank maintain-
ing the Participant’s Securities Ac-
count is located. A security interest in
a Security Entitlement that is in favor
of a Federal Reserve Bank from a Per-
son that is not a Participant, and that

12 CFR Ch. IX (1-1-05 Edition)

is not recorded on the books of a Fed-
eral Reserve Bank pursuant to
§987.4(c)(1), is governed by the law de-
termined in the manner specified iIn
§987.3.

(c) If the jurisdiction specified in the
first sentence of paragraph (b) of this
section is a State that has not adopted
Revised Article 8, then the law speci-
fied in the first sentence of paragraph
(b) of this section shall be the law of
that State as though Revised Article 8
had been adopted by that State.

[63 FR 8059, Feb. 18, 1998, as amended at 65
FR 8268, Feb. 18, 2000]

§987.3 Law governing other interests.

(a) To the extent not inconsistent
with this part 987, the law (not includ-
ing the conflict-of-law rules) of a Secu-
rities Intermediary’s jurisdiction gov-
erns:

(1) The acquisition of a Security En-
titlement from the Securities Inter-
mediary;

(2) The rights and duties of the Secu-
rities Intermediary and Entitlement
Holder arising out of a Security Enti-
tlement;

(3) Whether the Securities Inter-
mediary owes any duties to an adverse
claimant to a Security Entitlement;

(4) Whether an Adverse Claim can be
asserted against a Person who acquires
a Security Entitlement from the Secu-
rities Intermediary or a Person who
purchases a Security Entitlement or
interest therein from an Entitlement
Holder; and

(5) Except as otherwise provided in
paragraph (c) of this section, the per-
fection, effect of perfection or non-per-
fection, and priority of a security in-
terest in a Security Entitlement.

(b) The following rules determine a
““Securities Intermediary’s jurisdic-
tion” for purposes of this section:

(1) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder specifies that it is gov-
erned by the law of a particular juris-
diction, that jurisdiction is the Securi-
ties Intermediary’s jurisdiction.

(2) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify the gov-
erning law as provided in paragraph
(b)(1) of this section, but expressly
specifies that the securities account is
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